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T h e federal aid  fund ing  process starts in congress by pasage of the 
federal highway act. T his is the au thoriza tion  act which sets the upper 
lim its th a t the federal highway adm instra tion  can obligate on behalf of 
the federal governm ent.
T h e  next step in the process is the budget au thority . Most federal 
p rogram s requ ire  this two-step process to im plem ent a p rogram . T he 
initial step is the passage of the au thorization . This, however, does not 
perm it the p rog ram  to begin bu t only sets the u p per lim its of the p ro ­
gram . T he p rogram  m ay sta rt (obligations m ade) only after passage of a 
second piece of legislation —T he A ppropriations act. T his act g ran ts us 
the approval to spend, loan, or obligate money; it is the budget a u th o r­
ity.
T h e  th ird  step in the process is to deduct not m ore th a n  3 % % from  
this ap p ro p ria tio n  for adm inistering  the p rogram  and  conducting  re ­
search. This w ould include salaries of FH W A  employees, travel ex ­
penses, supplies, etc. It is also used to con tract research on highway con ­
struction, p lann ing , design, etc. T his deduction  is m ade from  m ost of 
the authorized  sums th a t are to be divided am ong the states. Also, an  
am ount not to exceed % is deducted  to finance the u rb a n  tran sp o rta ­
tion p lann ing  activities. These are the only two deductions applied  pro- 
gram -w ide, however. O ther funds m ay be w ithheld  or reserved for a 
p a rticu la r purpose. These are  m axim um  am ounts tha t m ay be w ith ­
held. In  fiscal year 1984 only 1% was w ithheld  for adm in istra tion  and  
V2% for u rb an  p lann ing  which left 9 8 ^ %  of the funds to be divided 
am ong the states.
T h e  fou rth  step is the appo rtionm en t and  allocation  of these funds 
to the individual states. These apportionm ents are  based on several fo r­
m ulas prescribed by LAS. Copies of the appo rtionm en t form ulas are a t ­
tached—A ppendix C -1— see last page of this paper.
Each year, a round  D ecem ber, the procedures for requesting  federal 
aid are forw arded to those concerned  by letter. Included  in this le tter 
are the new allocations issued by FH W A  plus those funds which were 




carry-over funds are the am ounts available for spending  in the cu rren t 
fiscal year.
I have ou tlined  the procedure for ob ta in ing  federa l funds using the 
trad itio na l ap p ro p ria tio n  process. T h e  federal governm ent uses this 
process to control federal expenditures on an  an n u al basis. But the 
highw ay p rog ram , w ith four-year au thorizations and  four-year avail­
ability of funds (fy 81 funds good th ru  fy 84, fy 82 funds good th ru  85, fy 
83 funds good th ru  86, and  fy 84 funds good th ru  87), is exem pt from  
this annual review. T h en  the question is how can  the federa l-a id  h ig h ­
way p rogram  be covered u n de r the annual federal budget decision? T he 
answer in recent years has been to place an  obligational ceiling on total 
obligations th a t can  be incurred  for federa l-a id  highway program s d u r­
ing  the fiscal year. By controlling  ob ligation  annually , it is believed tha t 
the p rogram  m ay be m ade m ore responsive to prevailing  econom ic 
policy.
This is the federa l-a id  fund ing  process. C urren tly  for fy 1984 we 
received $46,719,782 allocation w ith an ob ligational ceiling of 
$49,220,750 and  carry-over funds in the am oun t of $36,714,185. These 
am ounts we have available $34,213,217 in excess of the ob ligational 
ceiling. As we spend the oldest funds first, (fy 81, then  fy 82, an d  finally 
fy 83) p rio r to spending the cu rren t allocation, no funds should revert to 
ID O H . However, I m ust advise, if ou r carry  over should exceed the o b ­
ligational au thority  we could be in troub le and  funds m ight revert to the 
In d iana  D epartm en t of Highways.
T he federa l-a id  highway p rogram  is a re im bursab le p rog ram , tha t 
is, the federal governm ent only reim burses states for costs they have in ­
curred . T he authorized  am ounts d istribu ted  to the states represents a 
line of credit upon  which states m ay draw  on as federal projects are a d ­
vanced. No federal cash is d isbursed at this po in t. Federal projects g en ­
erally start using sta te funds. T h e  states provide fron t-end  financing  for 
projects and  receive cash for the federal share of the p ro jec t’s cost only 
as the work is com pleted .
T he first step in fund ing  a federa l-a id  project is the In d iana  D e­
p artm en t o f highways federa l-a id  p rog ram -da ta-request form  (m ore 
com m only referred  to as an FA-2 —see attached ). If approved, this is 
the go-ahead  to sta rt developing the project. It does not, however, o b ­
ligate any m onies for the project. T h e  funds are ob ligated  by phase as 
each phase is ready (PE, T W , or C N O S.). O bligations are firm  when a 
le tter o f approval a n d /o r  au thoriza tion  (form  PR 1240) is received from  
FHW A.
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Following is T ab le  showing our five-year federa l-a id  appo rtionm ent 
and  obligation  report by fund ing  category fiscal years 1979 th ru  1983.
Year Apportioned Obligated % Spent
A . R u ra l Secondary  
1979 $ 5,768,269 $ 1,634,463 28.34
1980 6,324,085 3,172,704 50.17
1981 6,841,472 4,934,461 72.13
1982 4,546,324 4,609,763 101.40
1983 7,372,178 7,101,757 96.33
B . Bridges 
1979 $ 3,779,304 $ 2,440,413 64.57
1980 5,283,798 5,584,094 105.68
1981 5,585,751 6,214,159 111.25
1982 4,104,276 2,952,306 71.93
1983 18,930,410 10,906,277 57.61
C. Railroad 
1979 $ 4,288,425 $ 2,771,984 64.64
1980 4,294,407 $ 3,181,358 74.08
1981 4,300,605 $ 3,153,470 73.33
1982 4,253,896 $ 3,234,230 76.03
1983 4,274,442 $ 2,880,976
D. High Hazard 
1979 $ 59,338 $ 1,028,769
1980 710,350 373,589 52.59
1981 709,636 997,519 140.57
1982 907,298 0 0.00
1983 1,353,338 1,170,583 86.50
E. U rban 
1979 $16,371,625 $17,163,247 104.84
1980 16,371,625 18,238,805 111.40
1981 16,371,625 31,026,871 189.52
1982 15,283,987 21,252,196 139.05
1983 15,192,800 13,350,869 87.88
O ur cu rren t status of fund ing  by catagory  for fiscal year 1984 is not 
on schedule. W e should have ob ligated  from  30%  to 40% . N ote th a t in 
the first colum n of Figure 1 of each catagory, I have ind icated  the alloc­
ation  as the solid white and  the x ’ed area  on top  is the add itiona l carry 
over funds from  the preceeding fiscal year. T h e  to tal of the two is the 
top  line ind icated  which is the am oun t o f funds available this fiscal year. 
A gain our ob ligational ceiling this year is $49,220,750.
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Figure 1.
Status of fund ing  for fy 1984 as o f Jan  31, 1984
Location Apportioned Carry Over Total Obligated % Spent
Urban $15,661,000 $ 7,232,000 $22,893,000$!,645,000 7.18
Rural
Secondary 7,566,000 17,394,000 24,960,000 733,000 2.93
Bridge 18,393,000 3,950,000 22,343,000 5,300,000 23.72
Railroad 4,362,000 4,840,000 9,202,000 435,000 4.72
High
Hazard 1,363,000 2,676,000 4,039,000 4,504,000 37.24
Last year we received m in im um  allocation for the first tim e and  
spent $4,210,021 of $11,955,070. T his year we expect to receive from  
$12,000,000 to $15,000,000 w ith estim ated expenditures of $8,944,000 
as of Jan  31, 1984.
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A P P E N D I X  C- l
Apportionm ent Form ulas
Form ulas for apportioning authorized sums for certain classes of fe d e r a l-a id  highways are specified by 
statute. These are shown below.
M inim um
Fund Factors Weight Statute* Apportionm ent
Interstate System (for Relative Federal 1 104(b)(5XA) 1/2
com pletion only) Share of Cost to (including
Com plete the 
System**
Alaska)
Interstate Resurfacing, Interstate System 55% 104(bX5XB) 1/2 percent
Restoration, Lane Miles
Rehabilitation, and Vehicle Miles Traveled 45%
Reconstruction on Interstate System
Interstate Highw ay Substi- Relative Federal 1 103(eX4)
tution (3/4 apportioned, Share of Cost to
1/4 discretionary Complete Substitute
, allocation) Projects
P rim a ry System Form ula A 10A(bXl>
Area 2/9
Rural Population 2/9





(1/2 percent m inimum 
(except D .C .))
1/3
Form ula B Sec. 108, 
P .L . 97-424
Rural Population 1/2
Urban Population*** 1/2
For each State, determine greater of A  or B, then: 1/2
Each State's apportionment equals: (including
A or B x Total Prim ary Authorization territories as a
Sum of all States ' A  or B whole)
Except that: the apportionment iis not less than
sm aller of A  or B
Secondary System Area 1/3 104(bX2) 1/2
Rural Population 1/3 (except for
Rural Delivery 1/3 D .C .)
Route Mileage and 
Intercity Mail
Route Mileage
Urban System Urban Area*** 1 104(bX6) 1/2
Population
Urban Transportation Urbanized A rea**** 1 104(fX2) 1/2
Planning Population
Bridge Replacem ent & Relative share of total 1 144(e) 1/4
Rehabilitation cost of deficient (10
bridges m axim um )
Hazard Elim ination Tota l Population 3/4 152(e) 1/2
Public Road Mileage 1/4
Highw ay Safety Programs Total Population 3/4 402(c) 1/2
Public Road Mileage 1/4
R a il-H ig h w a y  Crossing Area 1/12 Sec. 203(d) of
Rural Population 1/12 the 1973






Num ber of R a il-
1/4 1/2
Highw ay Crossings 1/2 none
Minimum Allocation
F or fiscal years 1983-86, each State is guaranteed an amount so that its percentage of total 
apportionments in each fiscal year of Interstate, Interstate 4R, Interstate highway substitutes, prim ary, 
secondary, urban, bridge replacement and rehabilitation, hazard elim ination and rail-h igh w a y crossings 
shall not be less than 85 percent of the percentage of estimated contributions to the Highway Trust Fund, 
not including the Mass Transit Account (23 U .S .C . 157).
* Denotes appropriate section in T it le  23, U .S .C ., unless otherwise indicated.
** Apportionm ent factors are contained in the periodic reports, "A  Revised Estim ate of 
the Cost of Com pleting the National System of Interstate and Defense Highways," 
submitted to Congress as required in 23 U .5 .C . 104(b)(5XA).
*** Places of 5,000 or more persons.
**** Usually places of 50,000 or more persons--definition contained in 23 U .S .C . 101(a).
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